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Annapolis, Md., ~~n~ary 31, 1906.

The Board of Public Works of Maryland, met, in the Governor's
Office, pursuant to his call,. at three p. m., on Wednesday January
31st. There were present: Governor Warfield, Comptroller Atkin-.
son and Treasurer Vandiver.

The attention of the Board having been drawn through the newspap-I
ers to the statement submitted by the Directors on behalf of the .
State in the Baltimore and Ohio Railroad Company to the Senate of
Maryland, the following resolution offered by the Governor, and
seconded by the Comptroller was unanimously adopted.

"WHEREAS, Senator Arthur P. Gorman.and Genl. L. Victor Baugh-
man, Directors on the part of the State of Mary.land in the Baltimoee
and Ohio Railroad Company, have in their communication addressed to
the Senate of Maryland, recommended;

"First. That the only possible way by Which the State's interest
can be ascertained under present conditions is to compel an account-
ing to be rendered of the receipts and expenditures of the Wasl;1~
ington Branch, and a full and accurate inventory of all real estate
and other property o,vnedby the Washington Branch in the District

of Columbia which can be disposed of.
I

"Second. To take such action as may be necessary to have the
Branch road credited with the appropriation of $1,500,000 made bSr

Congress when the same becames payable.
THERH,'FORE,BE IT RESOLVED, That the Baltirnore and 9hio Railroad

Company be rE}uested to furnish to the Board of Public Works as soon
as possible an accurate statement of the receipts and expenditures
of its Washington Branch from October 1st, 1896 (the date from which
the payment of dividends to the State ceased) until the close of
the last fiscal year of the said Company; together with a full and
accurate inventory of all the eeal estate and other property ovmed
by the Washington Branch in the District of Columbia which can be dis-
posed of without affecting the operation of the road.

RESOLVED, FURTHER, That the said Ba.ltimor's and Ohio Rai lroad
Company be requested to state whether it proposes to credit the
Washington Branch of the Baltimore Railroad C~npany with the ap-
propriation of $1,500,000 made by Congress, when tlw same becomes
payable.

RESOLVED, FURTHER, That the President Of the Board is hereby

I
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directed to transmit, a copy of these resolutions to Mr. Oscar G.
Murray, President of the 'Baltimore and Ohio Railroad Company, with
the request that he will have the informa.tion asked for fturnished
without delay."

The Comptroller offered the following:
WHEREAS, Senator Arthur P. Gorman and General L. Victor Baugh-

man, Directors on the part of the State of Maryland in the Baltimore
& Ohio Railroad Company, have .in their communication addressed to
the Senate of Maryland, suggested that the right of the Washington
Brancg to participate in the Terminal Company should be judicially
determined.

THEREFORE, BE IT RESOLVED, That the Attorney General is here-
by instructed to take such steps ashe may deem proper to have this
right judicially determined.
which, was seconded;'by the Treasurer and unanimously adopted.

The Governor moved that the communication from the Directors
on behalf of the State to the Senate of Maryland be spread in full
on the Minutes of this Board with the exception of that part which
has already been embodied in the Minutes of this Board~ being the
communication from the Directors on behalf of tho State to the
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Board of Public Works. Seconded by the Comptroller and carried.

January 29, 1906.

I

Hon. J. B. Seth,
President of the Senate of Maryland,

:.":;.~ Annap<blis, Maryland.
Sir:- We have the honor to acknowledge the receipt of a resolution
passed by the Senate of Marylro1d, which is as follows:

\

January 18, 1906.

On motion of Senator Biddison.
"Ordered by the Senate of Maryland, that the Honorable A. P. Gor-

ma~'and the Honorable L. victor Baughman, State Directors in the
Washington Branch of the Baltimore & Ohio Railroad, deliver" to the
Senate of Maryland any and all information that they may have in re-
gard to the State's holdings in the Washington Branch of the Balti-
more and Ohio Railroad."

Responding, we have the honor to state,
(1) That the State holds 5500 shares of the stock of the Washing-

ton Branch, the par or face value of the same being $550,000.
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(2) In 1897, the Company suspended dividend payments upon
said stock, which, prior thereto,haa arnountedto 10 'per cent or

,$55,000 per annum to the state. The sole reason assigned by the
"

Directors selected by the Board of Public Works, as will appear from
the records of the B. & O. Company. : The General Assembly of'Mary-
land, at'its January Se,ssion, 1900, also took note of this arpi-
trary suspension of dividends and a joint resolution' (No. 10) was
passed, which authorized and directed the Attorney General forth-
with to take such proceedings as should be 'adequate and proper for,
the fullest assertion and protedtion of the rights of the'State in
respec,t,to its ownership in the stock 'of',theWashington Branch of the,
Bal timore & OhIDORailroad' Company" whether by the way, of dividends
or otherwise.

This was the status of tn-ecase when we entered upon the dis-
cha~g~,)of our dut:tes as Directors.

(4) In pursuance of the resolution of the G.eneral Assembly
the AttorneyGeneral'instit~ted a suit, wher~upon the Directors of
the B. &. o. suggested to the Directors, as well as the members of the.
then Board of Public Works, that the State sell its interest in the
Washington Branch to the B. & O. so as to relieve the somewhat embar~
rassing situation.

(5) The second section of Chapter 310 of the Acts of the Gen-
eral Assembly of 1892 had in terms prohibited the Board of Public
Works from s~~lling the State's interest in salidWashingt.on Branch,
but, in 1896, the General Assembly passed an Act (Chapter 172) which
sought to repeal section 2.of Chapter 310 of the Acts of 1892. so as
to authorize the sale of the State's interest. Notwithstanding

I
the doubt entertained as to whether the Act of 1896 (Chapter 172)

'. .
: conferred.~he power upon the Board o~ Public Work~ to sell the stock,

'the Board of Public Works,conl1l1Estingof Hon. John Walter Smith,
Dr. J. W. Herring and Hon. Murray Vandiver, as well the Directors,
deemed it wise to dispose of the State's interest; provided, the Act
of 1896 conferred such power, ana provided always a proper amount ;,,"'!
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could be realized. Therefore, the tentative offers made by the
B. & O. officials were considered, and.all the data possible to de-
termine the value of the State's holdings were sought.

(6) We held frequent consultations with the members of the
Board. of PUblic Worlts and the then Attorney General, resulting in the

I
unanimous opinion; (

(a) Thatthe tentative offer of $200 a share was far below the val-
ue of the State's stook and

necessary for the consideration of the question furnished.

consider the payment of a dmvidend,'with the understanding that the
Committee would take into consideration the.entire question of the
possible indebtedness of the Washington Branch, growing out the new
terminal facilities in Washington.

That Committee never aoted upon tl1ematter, .nor were the data

(b} That it would not be possible for the State to reoeive fair
compensation for its interest if advertised and sold to the highest
bidder, for the reason that theBe & o. would be the only party having
full Imowledge of the value of the property.

Therefore it was determined that no further-action looking to a
.sale of the State's interest ought to be taken until further inf;or~
mation could be' obtained as.to the net receipts of the Washington
Branoh; the value of its property in the City of Washington; and
~he oostof its share of all .proper oharg~s for the oonstruotion ofa.
new depot and other terminal facilities in said City.

.(7) 'I'othis.end, at a meeting of the Board of Direotors of the
Baltimore & Ohio Railroad Company held in December 1.903,'the state
Direotors brought the matter to the attention of the.Board, and a
speoial Committee, consisting of the then President of the Company,
(Mr. Loree) Mr.' Steele and A. P:~ Gorman, Directors, was appointed to

In the meantime, Mr. Osoar G. Murray was eleoted Presi-(8)

,
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dent of the Baltimore & Ohio Railroad Company; and no aotion having

been taken A. P.Gorman, a member of the .speoial Committee, on April
20th, 1905, addressed a oommunioation to President Murray, pressing
the consideration of the question of a dividend and also asked him
for a statement, not only of the financial condition of the Washing-
ton ,Branoh, but giving full information relative to the new terminal
facilities. A copy of that communioation is herewith enolosed
marked "Exhibit 1"•

.(9) No aotion having been taken by President Murray and over
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five months having elapsed, on October 2nd, 1905 A. P. Gorman ad-
dressed him a communication, insisting upon the furnishing of the
information requested in 'his letter of April the 20th.

,said letter is markeal "Exhibit 2".
A 'copy of ,

" "statement, giving the information asked for on April 20th, it ,being,",
the first one ever received by us from the Company.

"(10) Or).October' 17th, 1905 President Murray 'furnished a

A copy of I
, t. 1 . th 1 d k d It Exh].'b].'t 31t.,,that statemen ,].slerewJ. .e11.cose mar e By. which' ~,

,statement, we were informed for 'the"first'"time that the Washington
Brai1C~Was to be excluded from all interest in the terminal ,company
and'depot facilities in the City of Washington; but that it was to,

,be charged with a total estimated expenditure of $2,275,673.00 for
, ,structures and tracks outside the City limits of Washington; an~

,that it would only be p'ermitt'edto have depot facilities in Washing-
ton uponsuch'terms as might hereafter be afreed upon by theovmers

,'of'the new terminal Company.'
,(11) ',President Murray also gave a ,statement as to 'the value

"of the rea.! estate owned by the Washington Branch in the City of
'Washington, estimating its probable value ~ when it'could be: disposed'

of herea£ter, at $870,936.00; but omitting from 'that statement arty" :,
:r~feretlceto the appropriation of $1,500,000 made by Congress, which
was largely in consideration of property surrendered to~he Govern-
ment by the Wash~ngton Branch •.

, (12) Whereupon,A. P. 'Gorman presented to the Board of'Direc-.
torw of the Baltimore & Ohio Rai1road Company, at a me~ting held on
October ,,50th,1905, a protest, 'in'sistingthat the dmvidend should b,e"

, •. -at once ,declared, and protesting against ,the amounts to pe charged to
"the WasRi~gton BranCA and its:exclusion from any participation in the

most valuable ibmmm grant ever made .by the Congres13 of. the United

The Board of "Directors of the B. & O. referred the

States fnr depot facilities in the Oity of Washington'.
that protest is enclosed :th.arked"Exhibit 4."

(13) ,

A copy of

I
protest to its finance Committee, and, so far as we are advised, no, ,

action whatever has been taken by the Company.
(14) After the,protest above referred to ,and the 'failure of'

the B. & O. Directors to take' action thereon, 'we, ,on December 1905
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(15a Since the pre.scntation of that statement, we hav contin-
o ~ '-,.'-1-' ~. . • .•
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ued .our investigations as to the surplus revenue, the value Of the
property in Washington that can be sold, and the estimated cost of new
improvements in the District of Columbia, which, in our judgement
can be properly charged t'othe Washington Branch. In respect there-
to we submit the following:

The statement of the B. & 0. shows that
the surplus revenue of theWashingto~
Branch, from the suspension of the pay-
ment,of dividends, May, 1897,. to January

I

1,.19.05, was -_._-~~--~-,-~--------~~----
We estimate' the surplus~'.revenue of the
Branch from January. 1, 1905,. to January
1, 1906, will exceed ...--------- ..•-----;;.--
T.owhich may properly be added tl),8es-
timated interest due from the B •.& 0.
on moneys ,of the,Washington.Branch
held and used by said'B. & 0. Co~ from
1897 to 1906, amounting to about----- ...•..
To this must be added the amount appro- ,

priated by Congress (principally to compen-

$2,520,480.54

". I

350,000.00

200,000.00

1,500,000.0,0
sate for the surrender of the rights .and
property of the Was:@;ingtonBranch.) ----.-,
The value of the old depot and other real

estate, in Washington is estimated .by Presi,;;;,::',
dent Murray at ---...--------~~-~~~----~----
Making :the total assets of the Branch

870,936.55

I

on these accounts ------------- ....---...-----
Assuming for the purpose of this state-',

ment only; th8.t the Acts of Oongress pre-
viding for the Terminal Oompany, and is,
therefore, excluded from any participation
therein:

Then the only proper Charge that, ,in our
judgment, can be made against the Branch is
for the cost of a new line of tracks from
Langdon to Florida avenue (the'boundary
street of Washington where connection is to

5,441,417.09'
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be made with the TerminallQompany's tracks)
and for the cost of coal yards and freight
sheds, which, allowing for contingencies,
ought not to exceed ~------------------,---~ 800,000.00

.Which, if deducted from the total estimated
cash assets, the estimated value of the
real estate to'be sold, and. the amount appro-'
priated by theOongress of the United States
payable when the new depot is completed,
would leave a balance in favor of the Washing-
ton Branch of ---------,-------~..------ ...------4:,641, 417.;09
This amount, divided among the stockholders

would be equivaler:i.t~.for each share, to

I

.about ----- ---------.----.------------ -----
Or a total to the State for its 5500 shares'

280.00

of over ------------------~--------------- 1,500,000.00
(16) To show that we have a right to include in the assets

of the Washington Branch the appropriation by Congress of $1,500,
000.00, we quote from a statement of L. F. Loree, President of the
Baltimore and Ohio Railroad, made by him to Congress on January 1,
1903, when an attempt \'lasmade to reduce the amount from $1,500,
000,00 to $1,000,000.00 •

.President Loree, in entering his protest against the attempt-
ed reduction, said:

"that when the B. & O. accepted the Act of COl'~gressof
"February 12, 1901, and particularly the provision pro~
"viding for the payrp.entto this company of $1,500.,000.'00,
."it waS considered only areasonable consideration for the
"surrender by the Oompany of valuable rights ~ecured to
"it by former acts of Congress, the abolition of grade
"crossings,. and grants to the Government of 'valuable lands
"included in the old roadway of the 'Washington Branch, and
"of the expendituBes to be incurred in connection with the
"construction authorized." .

From this statement of President Loree, it appears and is true
I ,.)::that the appropriation of $1,500,000.00 was made because of"t[.1e

,"

surrender of the rights and property of the Washington Branch, the
Metropolitan Branch of the B. & o. having an infinitesimal interest

I

I
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in the city.

(17) In view of the foregoing and other facts which have come
to our knowledge, we are of opinion:

231

First. That the only possible way by which the State's interest
can be ascertained,. under present condlitions., is to compel an account-
ing to be rendered of tIlereceipts and expenditures of the Washing-II ton Branoh, and a full and accurate inventory of all the real estate
and other property ovmed by the Washington Branch" in the District of
Columbia which can be disposed of.

Second. To take such acti.:m as may be necessary to nave the Brabh
road credited with the ~ppropriation of $1,500,000.00 made by Con-
greBs when the same becomes payable.

Third.. To have the right of the Washington Branch to partici-
pate in the terminal company judicially determined.

(18). !f it should be determined that the Washington Branch has
no right to participate in the ovmership of the terminal company, it
will be denied a ,very valuable interest, and that, too, by methods
which may modestly be termed as extraordinary as ever'resorted to by

opinion that the net earnings of the branch road in the future will
not .beseriously imparred, if at all, as the Act of Congress provid-
ing for the ,.!l.ewterminal secures to it the right to use the new de-

,:i' ,~f

II the majority holder. Yet, if ~uch should be the case, we are of

II

pot facilities and the connecting: link to all the Southe:rn roads 'n-
tering Washington, upon such terms, not as may be granted by the. ter-
minal Company, but upon s'tibhterms as the courts of the District of
Columbia may determine as reasonable and fair.

Under these conditions, the future earning capacity of the road,
if properly managed, should increase. rather than diminish, and 10

per cent. dividends per annum should continue to be realized.
(19) Under thb broad terms of the resolution, we take the lib-

erty to add that, as desirable as it may be for the State to terminate
its partnership in this corporation, yet we respectfully suggest that

../"

until the questions which have arisen are disposed of and property ad-
justed the value of the State's interest cannot be determined. "~_'",

Respectfully submitted.
A. P. Gorman,
L. Victor Baughman.

Directors, B. & O. R. R. Co.
The Bqard, at 3.30, p. m., adjourned.


